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USEEC 

PARIS ALSO FOR OECD 

E.O.l 1652: N/A 
TAGS: EGEN, UN, EEC 

SUBJECT: EC PAPER ON AGENDA ITEM ONE FOR MAY MEETING OF 
UN OVERVIEW COMMITTEE 

REF: BRUSSELS 5116 

AN UNOFFICIAL MISSION TRANSLATION FROM THE FRENCH OF THE 
DRAFT EC STATEMENT ON AGENDA ONE (ECONOMIC GROWTH AND 
RELATIONS) FOR THE MAY MEETING OF THE UN OVERVIEW COMMIT- 
TEE IS GIVEN IN FULL BELOW. THIS STATEMENT IS ENTITLED 
"EVALUATION OF THE PRINCIPLE FACTORS DETERMINING 
WORLD ECONOMIC DEVELOPMENT AND THE INTERDEPENDENCE 
BETWEEN THE DEVELOPED AND DEVELOPING COUNTRIES". 

BEGIN TEXT: 
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A. INTRODUCTION: 

1. ) THE DOUBLE CHALLENGE: TO OVERCOME SHORT-TERM AND 
STRUCTURAL OBSTACLES TO WORLD ECONOMIC RECOVERY IN 
A DURABLE AND STABLE WAY IN THE INTEREST OF EVERYONE. 

2. ) INCREASED INTERDEPENDENCE: RECOVERY NOW CONCERNS 
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EVERYONE. THE MAINTENANCE OF THE PRINCIPLE OF THE 
DIVISION OF LABOR, WHICH CONSTITUTES AN ADVANTAGE 
FOR ALL PARTIES CONCERNED, POSES PROBLEMS OF ADJUST- 
MENT; THESE CAN BE AGGRAVATED BY IMPORTANT AND 
SUDDEN CHANGES AFFECTING THE WORLD ECONOMY, SUCH AS 
THE ENERGY CRISIS. 

3.) SPECIAL PROBLEMS OF THE DEVELOPING COUNTRIES 
(DIVERGENCES IN THE RATES OF ECONOMIC GROWTH AND 
DEMOGRAPHIC EVOLUTION, UNEQUAL DIVERSIFICATION OF 
PRODUCTION, ETC.) 

B. SHORT-TERM WORLD SITUATION: 

1. ) DEVELOPMENT OF THE WORLD CONTEXT: WORLD INFLATION, 
INSTABILITY IN INTERNATIONAL MONETARY RELATIONS, 
DISEQUILIBRIUM IN THE BALANCE OF PAYMENTS, LEVELING 
OFF OF TRADE. 

2. ) INDUSTRIALIZED COUNTRIES: 

- DIFFERENT EVOLUTIONS AFTER THE 1974/75 RECESSION 
— - US AND JAPAN: RELATIVELY GOOD RECOVERY 

— - EC STATES: CONSTRAINTS ON THE BALANCE OF PAY- 
MENTS AND INFLATION, PARTICULARLY THROUGH COSTS. 

- VERY HIGH UNEMPLOYMENT. 

- DIFFICULTY IN THE UTILIZATION, AND RELATIVE 
INEFFICIENCY, OF THE CLASSIC INSTRUMENTS FOR 
STIMULATING INTERNAL DEMAND. 

3. ) OPEC COUNTRIES: STRONG DEVELOPMENT, INCREASED PARTI- 
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CIPATION IN WORLD ECONOMIC ACTIVITY. 

4. ) DEVELOPING COUNTRIES: DIFFERENT CATEGORIES IN 
ACCORDANCE WITH: (A) THEIR ECONOMIC GROWTH PERFORM 
ANCE; (B) THE TYPES OF ADJUSTMENT ADOPTED (POLICY 

IN REGARD TO INFLATION, INDEBTEDNESS, ETC.); (C) 

THE EVOLUTION OF THE TERMS OF TRADE. THE POSSIBILITY 
FOR ADJUSTMENT IS VERY LIMITED FOR THE LEAST 
DEVELOPED OF THE LDC'S. 

C. STRUCTURAL PROBLEMS: 

- DEFICIENCIES OF INVESTMENTS IN INDUSTRIALIZED 
COUNTRIES; 

- INSUFFICIENCY OF INVESTMENTS (INCLUDING EXTERNAL 
INVESTMENTS) IN MOST LDC'S. 

WHILE FACTORS RESPONSIBLE FOR THIS SITUATION ARE IN PART 
SHORT-TERM, THEY ARE PRIMARILY STRUCTURAL AND ARISE 
PARTICULARLY FROM THE GROWTH OF UNCERTAINTY. 

1.) FACTORS OF GENERAL APPLICATION: 

- INFLATION. INCREASES UNCERTAINTY AND PREVENTS 
RATIONAL ECONOMIC CALCULATIONS. 

- INTERNATIONAL ENVIRONMENT: 

- UNSTABLE INTERNATIONAL MONETARY ENVIRONMENT 
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AND UNCERTAINTY IN THE FACE OF THE PROSPECT 
OF PERSISTENT DISEQUILIBRIUMS IN THE WORLD 
BALANCE OF PAYMENTS STRUCTURE. 

— EVOLUTION IN UNPREDICTABLE WAYS OF WORLD 
PRODUCTION AND WORLD TRADE. 

— - RAW MATERIALS: INSTABILITY OF PRICES AND 
EARNINGS, PROBLEMS OF SUPPLY (INCLUDING 
INVESTMENTS IN THE MINING SECTOR). 

— - ENERGY: RISING COSTS AND UNCERTAINTY AS TO THE 
FUTURE EVOLUTION OF PRICES AND ENERGY RESOURCES. 

2.) FACTORS AFFECTING GROWTH: 
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D. POLICIES TO BE FOLLOWED: 
1 .) AT THE NATIONAL LEVEL: 
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- SHORT-TERM SOLUTIONS, NOTABLY CONTROL OF INFLA- 
TION AND, IF POSSIBLE, STIMULATION OF INTERNAL 
DEMAND. 

- POLICIES FOR STRUCTURAL ADJUSTMENTS. 

2.) AT THE INTERNATIONAL LEVEL, COOPERATIVE ACTION, 
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NOTABLY IN THE FOLLOWING FIELDS: 

(A) AVOID RESORTING TO PROTECTIONISM, PARTICULARLY 
BY STRENGTHENING AND IMPROVING THE INTERNATIONAL 
FRAMEWORK FOR COMMERCIAL TRADE (MTN, GSP, ETC.); 

(B) IMPROVE THE OPERATION OF THE INTERNATIONAL 
MONETARY SYSTEM (IN PARTICULAR IN THE AREA OF 
FOREIGN EXCHANGE RATES AND THE COMPOSITION OF 
INTERNATIONAL LIQUIDITY); 

(C) FINANCIAL FLOWS: 

— - EVALUATE THE MEANS TO FINANCE BALANCE OF 
PAYMENTS DEFICITS, INCLUDING COMPENSATORY 
FINANCING. 

— - ENCOURAGE THE FLOW OF INVESTMENTS TO THE 
LDC'S, AND IMPROVE THEIR ACCESS TO THE 
WORLD CAPITAL MARKETS. 

— OFFICIAL DEVELOPMENT ASSISTANCE: INCREASED 
VOLUME; IMPROVED TERMS AND CONDITIONS; AND 
GEOGRAPHIC DISTRIBUTION. 

(D) IMPROVING THE STRUCTURES OF THE RAW MATERIAL 
MARKETS, PARTICULARLY IN THE CONTEXT OF THE 
INTEGRATED PROGRAM. 

(E) IMPROVE FOOD SECURITY. 

(F) ENERGY COOPERATION (BETTER EVALUATION OF THE 
PROBLEMS OF THE FUTURE SUPPLY AND DEMAND FOR 
ENERGY). 

E. CONCLUSION: A RETURN TO A MORE RAPID AND STABLE 
GROWTH OF THE WORLD ECONOMY IS TO THE BENEFIT OF 
EVERYONE. THIS IS ONLY POSSIBLE IF EACH COUNTRY 
OR GROUP OF COUNTRIES IS READY TO SUBMIT ITSELF TO 
THE DISCIPLINE OF INTER DEPENDENCE AND DOES NOT SEEK 
ONLY TO ADVANCE ITS PERSONAL INTERESTS. IT IS THE 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 03 BRUSSE 05150 02 OF 02 151938Z 

MANAGEMENT OF THE WORLD ECONOMY AND THE DEVELOPMENT 
OF ITS NEW ORDER WHICH ARE AT THE HEART OF THE 
NORTH/SOUTH DIALOGUE. END TEXT. MORRIS 
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